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State of Iowa IT Governance  
Executive Summary
The adaptive government information technology enterprise is one in which business demand is constantly matched by IT supply. An adaptive enterprise will operate in an entrepreneurial manner, anticipating change in its environment and responding rapidly in ways that internal customers welcome and constituents expect. The establishment of the Iowa Department of Administrative Services - Information Technology Enterprise (ITE) in 2003 was such an experiment in the entrepreneurial management of the central executive branch information technology service provider. With the model adopted, the IT service provider and its’ customers use collaborative decision-making processes to improve and enhance internal service offerings, improve business performance and ensure overall customer satisfaction. 

In enabling such an adaptive enterprise, ITE was required to meet a number of challenges. IT had to eliminate operational and customer service inadequacies that worked to inhibit innovations in business practice and processes. As budgetary limitations became a major factor, entrepreneurial management and ITE played a major role in assisting the information technology community in Iowa focus on get the biggest return for the public information technology investment.   
State of Iowa IT Governance  
1.  Description of project, including length of time in operation.

In 2002, Governor Tom Vilsack proposed the consolidation of several state agencies into a new Department of Administrative Services (DAS) in order to (1) Streamline government services; (2) Improve service to customers; (3) Save money; and (4) Enhance the use of state government resources. 
Effective July 1, 2003, DAS combined the old departments of Personnel, General Services, Information Technology, and the Revenue and Finance Accounting Bureau into a single agency. The central information technology entity became the Information Technology Enterprise (ITE), a division of DAS.  (See Figure 1)
Figure 1. Executive Branch Information Technology Governance in Iowa     
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In addition to the consolidation, DAS implemented a new business approach, known as entrepreneurial management. A customer-focused approach to delivering services in a competitive marketplace, entrepreneurial management reflects a growing trend in the public and private sectors to focus on the customer. The goal is to deliver products and services that best meet the customers’ needs. 

Under entrepreneurial management, ITE services have been divided into three categories. Services for which it makes economic sense to have a single supplier for all users are designated utilities. Services for which customers have a choice of vendors (inside or outside state government) are marketplace services. Policy and regulation development areas are organized as leadership services. 


To determine which services are to be available solely from ITE (i.e., information technology utility services), an Information Technology Customer Council has been established. This customer council also determines the billable rates and quality standards for the designated information technology utility services. (See Table 1)   
Marketplace information technology services are developed, priced, and delivered by ITE in competition with other vendors in the market. There is no legislative appropriation or governmental funding subsidy of any kind. Only the services with a viable billable customer base are offered. Factors that reduce the demand for such services (i.e., changing technology, lack of service quality or customer service responsiveness, or lower cost alternative service providers) are drivers that require ITE to constantly review, update, and repackage its’ marketplace services.  (See Table 1)

Table 1. Designated Utility and Marketplace Services 

	Information Technology Enterprise
	Market Place
	Utility

	1.   Infrastructure 

A. Security Services

B. Desktop/Workstation

C. Help Desk
	X

X

X
	

	D. Networking/Communications

E. Server Hosting

F. Mainframe Services
	X

X

X
	

	G. E-Mail

H. Common Calendar and Directory

I. Iowa Financial Accounting System (IFAS)
	X


	X

X

	J. Human Resource Information System (HRIS)

K. Integrated Information for Iowa system (ERP System)

L. Public Key Infrastructure (PKI)
	
	X

X

X 

	2.  Application Programming Services

A. Mainframe Development Services

B. Database Services

C. Web Services
	X

X

X
	

	3.   Planning and Consultation

A. IT, Security, and Information Privacy Consultation
	X
	


2.  Significance to the improvement of the operation of the government.

State agencies know the real cost of the products and services they use and they use this information to make better-informed buying decisions. The Information Technology Customer Council makes decisions about the pricing and packaging of utility services and provides ongoing input to the Information Technology Enterprise. 
The customer input for both utility and marketplace services is used to shape an ongoing agenda for change to better meet customer needs. 

Giving state agencies greater control over their consumption patterns and vendor selection makes them more cost conscious. Competition is motivating ITE to improve customer services and lower costs.  
3.  Benefits realized by service recipients, taxpayers, agency or state

Before the formation of DAS, internal support services, such as the centralized information technology service provider, was operated as an unregulated monopoly.  Customer agencies had little leverage over cost, quality, or timeliness of the services offered and were obligated to use the internal information technology service provider. Additionally, the internal service provider set enterprise information technology standards and monitored state agencies for compliance with those standards. Billable rates were often set based on whatever funding was available from agencies able to pay and cross-subsidization of agencies with fewer financial resources was not uncommon.  

Greater customer control is a hallmark of entrepreneurial management. In financing terms, this means that the General Funds for infrastructure and facilities services previously appropriated to the unregulated monopoly used is instead appropriated to those “customer” agencies. Placing customer agencies in control of what they buy gives them an opportunity to better manage their operations expenses and motivates ITE to provide relevant, high quality, reasonably priced services in order to retain its customers.

ITE obtains approval of utility rates from the customer council well in advance so agencies can request funds needed to pay for the utilities they use.  
Prior to the submission of the FY 2006 budget on October 1, 2005, DAS customers were notified of the cost of the services they should expect to use and requested appropriations to cover the cost of those services. 

ITE has shown that this is more than just a routine reshuffling of the information technology governance deck—it is a fundamental change in the way state government conducts its internal business and is accountable for achieving financial results in a competitive business environment.  
As a result of the first two years of experience with entrepreneurial management and the improved governance structure, the Iowa legislature passed HF 839 in May, 2005. This bill established the Technology Governance Board. This board is comprised of individuals from state agencies responsible for the business operations (i.e. directors, deputy directors, of chief financial officers). It is responsible for reviewing and reporting on total annual technology expenditures and preparing estimates for the amount of technology spending to be requested for the succeeding fiscal year for all state agencies. The board must develop a five-year projection of technology cost savings, an accounting of the level of technology cost savings for the current fiscal year, and a comparison of the level of technology cost savings for the current fiscal year with that of the previous fiscal year.   
In conjunction with the Department of Administrative Services, the Technology Governance Board will be responsible for developing and adopting information technology standards which will be applicable to all agencies.

The Technology Governance Board will must also make recommendations to the Department of Administrative Services regarding all of the following:

· Technology utility services to be implemented by the department or other agencies.
· Modifications to the business continuity plan for state government information technology operations.  
· Technology initiatives for the executive branch of state government.

· Rates to be charged for access to value-added services performed through IowAccess, the State of Iowa’s official web portal.  
· Development and adoption of an executive branch strategic technology plan.

· Annual review of technology operating expenses and capital investment budgets of all state agencies.

· Review and approval of all requests for proposals prior to issuance for all information technology devices, hardware acquisition, information technology services, software development projects, and information technology outsourcing for agencies that exceed the greater of a total cost of fifty thousand dollars or a total involvement of seven hundred fifty agency staff hours.
· Development of a plan and process to improve service levels and continuity of business operations, and to maximize the value of information technology investments.     
We feel the Technology Governance Board structure will make the information technology community in state government responsible to the business requirements of government for the provision of relevant, high quality, appropriately priced services. State government in Iowa is making its internal business customers the drivers, empowering them to choose the products and services that best meet their needs. Doing that enables state agencies to better serve their customers—the citizens of Iowa. 

4.  Return on investment, short-term/long-term payback (include summary calculation)

During FY 2005, $10.8 million that normally would have been appropriated to the DAS was distributed directly to DAS customer agencies. Approximately 30%, or $3.24 million of this amount was for information technology expenditures. DAS then billed its customers for the services they receive, based on their utilization of services By shifting all IT customers to a billable status, ITE was able to discontinue cross-subsidization and begin to reduce rates for services.  

Mainframe rates in the following categories will be reduced by 12% effective January 1, 2004.  

· CPU Utilization

· IDMS Data Base Operating System

· CICS Operating System

· Online report/data storage

· All Tape cartridge, storage, occupancy, mount, vault, rental, and tape cleaning rates

These billable service categories represent approximately 82% of all mainframe revenues. 
5.  A brief narrative on hardware and software should be included, if applicable

Not applicable.

For further information, please contact:

Tom R. Shepherd 
State of Iowa 
Executive Officer
Department of Administrative Services 
Information Technology Enterprise
phone:  515-281-6902 
fax: 515-281-6137
email: tom.shepherd@iowa.gov  
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